(FORM 765)
KENTUCKY SCHEDULE K-1

DEPARTMENT OF REVENUE

2007

For calendar year 2007 or fiscal year PARTNER’S SHARE OF INCOME,
beginning , 2007, and ending ,200___. CREDITS, DEDUCTIONS, ETC.
Partner’s identifying Partnership’s Kentucky corporation/LLET
number » FEIN » account number »
Partner’'s name, address and ZIP code Partnership’s name, address and ZIP code

Check if applicable: O Qualified investment pass-through entity

(i) Before change (ii) End of
A  This partner is a |:| general partner |:| limited partner F Enter partner’s percentage of: or termination vear
L] limited liability company member. Profit sharing ......cccocoeveviiiienene % %
B  Partner’'s share of liabilities: Loss sharing ......cccccvevieeiiiecnieecen, % %
NONrECOUrSE ...uevevieeciie et $ Ownership of capital .......ccccceeruennee. % %
Qualified nonrecourse financing ........ $
(@141 S $

C  What type of entity is this partner?

[] Individual/Estate/Trust [] Corporation [] S Corporation
[] General Partnership [] Other Pass-through Entity
D Partner’s taxable percentage of partnership’s distributive share items below (see instructions)
[ I 2= T o 1= o = € = S 100%
(2) Nonresident partner (see Schedule A, Section |, liN€ 12) ....cccceeeieeriieecceeecciee e > %

E  Check applicable box if nonresident partner’'s income is reported on:
|:| Kentucky Nonresident Income Tax Withholding on Net Distributive
Share Income Transmittal Report (Form 740NP-WH) and Form PTE-WH, or
] Composite Return (Form 740-NP)

O Final K-1
O Amended K-1

(a) Distributive Share Items

| (b) Amount

Income (Loss)

1.  Ordinary income (loss) from trade or bUSINESS ACHIVITIES .....ecireiiiiieiiierereeee e 1
2. Netincome (loss) from rental real estate ACtIVITIES .....cccciiiiiriiiriiieiieeie e s sreesaeenseas 2
3.  Netincome (l0SS) from Other reNtal @CTIVITIES .....eeiiiiiiueiiiiiiiiee i ceeie e et e e e esib e e e s srr e e s esbreeeeessssreresesssreeessassreeesans 3
4. Portfolio income (loss):
()T L (=Y =13 SR 4(a)
[ o) I D 1AVZTe =Y 2 Ve £ (b)
LY I 2 1o V7 141 PSPPI (c)
(d) Net short-term capital GAin (I0SS) .iiciiiieiiiiiiiie ittt ettt b e sb e e nte e beebeesbeenbeesaeanseens (d)
(e) Net long-term capital ain (IOSS) ...eiceiiieiiiiiiiiie et e e st e s ee s b e s aeeeeesseesatesseeeseesaeeeneann (e)
(f)  Other portfolio income (10ss) (attach SChEAUIE) .....couviiiieiriiiereeee e (f)
5. Guaranteed payments 0 PAITNEIS ......ccciiiiiiiiiiiiie e bbb 5
6. Net gain (loss) under Section 1231 (other than due to casualty or theft) ... 6
7. Other income (108S) (@ttaCh SCREAUIE) ....uuveiiiiiiiiee e e et e e e e e e e s ear e e s e e saaseeeesessaeeesesssreeeseassreeesens 7
Deductions
8. Charitable contributions (attach schedule) and housing for homeless deduction
(QTEACH SCREAUIE HH) .ttt h et e e e bbbt e st ae et et et e naesb e e bt e ae e e et e naennenn 8
9. IRC Section 179 expense deduction (attach federal Form 4562 and Kentucky converted Form 4562) ............... 9
10. Deductions related to portfolio income (loss) (attach SChedule) ........ccecviiiiiiiiiiiiiece e 10
11.  Other deductions (attaCh SCHEAUIE) .....cceiiiiiiiiie ettt nenneneenns 11
Investment Interest
12.  (a) Interest expense on iNVESTMENT AEDES ....ciiiiiiiiiiiiiiie e sttt e s e e s aeeenteeneas 12(a)
(b) (1) Investment income included on lines 4(a), 4(b), 4(c) and 4(f) @abOVE ......cccervuveiiriiiiiiinicece e (b)(1)
(2) Investment expenses included on [IN€ 10 @DOVE .....coeiiiiiiiiiiriciee e (2)




Form 765 (2007) Page 2
PARTNER’S SHARE OF INCOME, CREDITS, DEDUCTIONS, ETC.
(a) Distributive Share ltems—continued (b) Amount
Tax Credits
13.  Skills Training INVeStMENt TaX Credit ... .ot s se e e nre e n e n e r e nenne e eaes 13
14. Historic Preservation Restoration Tax Credif ... sme e e e s nnn e e nee s 14
15.  Kentucky Unemployment TaxX Credit ... ettt e s e s e e e smee e s smeeessneesneesanneesneeesnneesan 15
16. Recycling and Composting EQUIipmMeNnt TaX Credit ......oocceieeiieeiie e sne e eneeeeas 16
17.  Kentucky Investment FUN Tax Credit ... et e e s e e se e s e e s smn e e s ne e s snneesnneennneanan 17
18. Credit for purchases of Kentucky coal used for generating €lectriCity .........coceereriirriiiiinie e 18
19.  Qualified Research FAcCility TaX Credit ... i ittt sttt e et et e e e e et e e s e e ate et e s eeeaneeteennas 19
20.  GED INCENTIVE TAX CrEAIT ...ueiiieiiieiieeieete ettt ettt st ae e ae e s he e sae e se e saeesaeesae e eaeesaeaaseeeaeeeaeeaaeesaeesaeenneesaeesneanneans 20
21. Voluntary Environmental Remediation Tax Credit (Brownfield) .......cccccoueeeiieiciie i 21
P = TTe Yo [1=E Y=Y IR 1P Dt 04 =T L OO PRR TSR RPRRN 22
23.  Environmental Stewardship TaX Credit ... .o ettt e ae e s ae e et e sae e saaesaeesaseennesaeeeneean 23
24.  Clean Coal INCENTIVE TaX CreOIt ...cueiiieieieieiiiee e et e e e e e e e e e s e e s sae e e s seesaseeesneeeasseesseeaenneesanneesneesanneesannesanes 24

Other Items

25.

26.
27.
28.
29.
30.

(a) Type of Section 59(e)(2) expenditures »
(b) Amount of Section 59(e)(2) expenditures
TaX-EXEMPTL INTEIEST INCOMIE ...uiiiitiiiiiit ettt et rae e st e e e aa e e s be e e aateesabee e eabee e eateeeaseeesateeeaeeeeaseeeeaseeanseeennneas
Other 1aX-EXEMPT INCOME ...uuiiiiiiiiie it siee ettt e et e s e st e e e bt e e s sbe e e ae e e e abe e e ss e e easeeeaaseessaeesabeeeasbeenabeeenateeenseeenssnannnen
Nondeductible expenses.....
Property distributions (iINCIUAING CASN) ..ciiuiiiiiiiiicie ettt b et et e e be e b e e be e beaneennas

Supplemental information required to be reported to each partner (attach schedules) ..........ccccocevviveiieieeinenns 30

Recapture of Tax Credits

31.

Recapture of Recycling and Composting Tax Credit ... s 31

LLET Pass-through Items

32. Partner’s share of partnership Kentucky sales from Schedule K, Section Il, [in€ 1 ........cocueeiiiiiiiiiniieneeeeereeee 32
33. Partner’s share of partnership total sales from Schedule K, Section Il, iIN€ 2.........c.cooiiiiriiiiiiiiiiieeee e 33
34. Partner’s share of partnership Kentucky property from Schedule K, Section Il, line 3. 34
35. Partner’s share of partnership total property from Schedule K, Section I, liN€ 4 .......c.cooriiiiiiiiiiiiesee e 35
36. Partner’s share of partnership Kentucky payroll from Schedule K, Section Il, iN€ 5.......ccooeiiiiiiiiiiiiiiiiceeeeeeee 36
37. Partner’s share of partnership total payroll from Schedule K, Section Il, line 6 37
38. Partner’s share of Kentucky gross profits from Schedule K, Section I, liN€ 7 ......ceoviiiiiiiiiiiieiiee e 38
39. Partner’s share of total gross profits from all sources from Schedule K, Section Il, [in€ 8.........ccceerieiiiiiiniiiinieeens 39
40. Partner’s share of limited liability entity tax (LLET) nonrefundable credit from Schedule K, Section I, line 9 40
Resident Partner Adjustment
41. Combination of Kentucky Schedule K-1, lines 1 through 6, 9 and portions of lines 7 and 11.

Add income amounts and subtract (loss) and deduction amounts (see iNStructions) .........cccceverceeiererenierienenns 41
42. Combination of federal Schedule K-1, lines 1 through 10, 12 and portions of lines 11 and 13.

Add income amounts and subtract (loss) and deduction amounts (see iNStructions) .........cccceeervvereresenierienenns 42
43. Enter difference of lines 41 and 42 here and on appropriate line on Schedule M (see instructions) .................. 43




PARTNER'S INSTRUCTIONS FOR SCHEDULE K-1 (FORM 765)

Who Must File—The partners or members are liable for tax on their
share of the partnership income, whether or not distributed, and must
include their share on the individual income tax return.

If you were a Kentucky resident for the entire year, your filing
requirement depends upon the amount of adjusted gross income, age
and whether you or your spouse are considered to be blind.

Any person with gross receipts from self-employment exceeding
the threshold amount determined under KRS 141.066 must file a Form
740 regardless of the amount of adjusted gross income or the number
of tax credits claimed. Generally, all income of Kentucky residents,
regardless of where it was earned, is subject to Kentucky income tax.
See Form 740 Instructions.

Nonresidents with income from Kentucky sources and part-year
residents receiving income while a Kentucky resident or from Kentucky
sources while a nonresident must file a Kentucky return. Partnership
income is not exempted by reciprocal agreements between Kentucky
and any other state. Form 740-NP must be filed by an individual with
income from Kentucky sources and a combined gross income from all
sources exceeding the threshold amount determined under KRS
141.066. Full-year nonresidents must report all income from Kentucky
sources and from property located in Kentucky. Persons moving into
Kentucky must report income received from Kentucky sources prior to
becoming residents and income received from all sources after
becoming Kentucky residents. Residents moving out of Kentucky
during the year must report income from all sources while a resident
and from Kentucky sources while a nonresident.

When to Report—Include your share of the partnership’s income or
(loss), credits, deductions, etc., as shown by your Schedule K-1 (Form
765) on your Kentucky income tax return for the year in which the tax
year of the partnership ends. For example, if you, the partner, are on a
calendar year, and the partnership’s tax year ends January 31, 2007,
you must take the items listed on Schedule K-1 (Form 765) into account
on your tax return for calendar year 2007.

At-Risk Limitations— Generally, if you have a loss from any activity
carried on as a trade or business or for the production of income by the
partnership and you, the partner, have amounts invested in that activity
for which you are not at risk, you will be required to complete federal
Form 6198, At-Risk Limitations, to figure the allowable loss to report on
your Kentucky income tax return. Your deductible loss from each
activity for the tax year generally is limited to the amount you are at risk
for the activity at the end of the partnership’s tax year or the amount of
the loss, whichever is less. To help you complete Form 6198, if
required, the partnership has provided a schedule showing your share
of income, expenses, etc., for each at-risk activity.

NOTE: Form 740 filers see Form 740 instructions for Schedule M,
Line 5 and/or Line 15.

Passive Activity Limitations—The passive activity limitations in IRC
Section 469 are figured at the partner level and may apply to any loss
reported on Lines 1, 2 or 3 and any other related items of income, loss
and deductions reported on Schedule K-1 (Form 765). Refer to the
federal Partner’s Instructions for Schedule K-1 (Form 1065) to
determine if the passive activity limitations apply to your share of
loss(es) reported on Schedule K-1 (Form 765), and if you must file Form
8582-K, Kentucky Passive Activity Loss Limitations.

SPECIFIC INSTRUCTIONS

Kentucky Resident Partners (Form 740 Filers)—To determine the
net difference between the federal Schedule K-1 amounts and the
Kentucky Schedule K-1 amounts, complete Lines 41, 42 and 43. This
will adjust the items of income, loss and deductions used to compute
your federal adjusted gross income to the Kentucky amounts shown in
Column (b), Schedule K-1.

Line 41—Include on this line, the Kentucky Schedule K-1 amounts
from Lines 1 through 6 and 9. Also include the amounts from Lines 7
and 11 that do not pass through to Schedule A as itemized deductions.

Line 42—Include on this line, the federal Schedule K-1 amounts
from Lines 1through 10 and 12. Also include the amounts from Lines 11
and 13 that do not pass through to Schedule A as itemized deductions.

NOTE: If Form 8582-K is required, adjust the amounts entered on
Lines 41 and 42 to exclude any income, loss, deduction or expense
related to a passive activity. Complete the passive activities adjustment
worksheet (Form 8582-K, page 2) to determine additions to or
subtractions from federal adjusted gross income. See Form 740
instructions for Schedule M, Line 3 and/or Line 13.

If amounts on Lines 4(d) and 4(e) are subject to the capital loss
limitations, do not include on Lines 41 and 42. Complete federal
Schedule D using Kentucky amounts to determine additions to or
subtractions from federal adjusted gross income.

Line 43 —Enter difference of Lines 41 and 42. If Line 41 is greater than
Line 42, enter the difference as an addition to federal adjusted gross
income on Schedule M, Line 3. If Line 42 is greater than Line 41, enter
the difference as a subtraction on Schedule M, Line 13.

Caution: If the amount on Line 41 is a (loss) and Line 42 is a (loss),
the smaller amount of the (loss) is the greater amount, and to
determine the difference subtract the smaller dollar amount from the
larger dollar amount. If the amount on Line 41 is an income amount and
Line 42 is a (loss), or if Line 42 is an income amount and the amount on
Line 41 is a (loss), the income amount is the greater amount, and add
the two amounts to determine the difference.

Nonresident Individual Partners (Form 740-NP Filers)—The
nonresident individual may need to file Form 740-NP to take advantage
of capital loss and net operating loss carryforwards.

Nonresident partners must report their distributive share of income
by multiplying the percentage reported on Item D(2) by all items of
income (loss) reported on the Kentucky Schedule K-1, Column (b). If the
percentage shown in Item D(2) is 100%, you must enter on the
appropriate lines of Form 740-NP and related schedules the amounts
shown on Lines 1 through 6 and 8, portions of Lines 7, 11 and 12(a), and
the portion of Line 25(b) actually deducted for the current year. If the
percentage shown in Item D(2) is less than 100 percent, the amounts on
Lines 1 through 6 and 8, the portions of Lines 7, 11 and 12(a) which do
not pass through to Schedule A and the portion of Line 25(b) actually
deducted for the current year must be multiplied by this percentage and
entered on the appropriate lines of the Nonresident or Part-Year
Resident Income Tax Return, Form 740-NP, and related schedules.
Lines 8 and 10, and the portions of Lines 7, 11 and 12(a) which pass
through to Schedule A should not be multiplied by the percentage in
Item D(2).

Lines 1 through 3—Enter on federal Schedule E using Kentucky
amounts or Form 8582-K, if applicable.

Line 4(a)—Enter on Form 740-NP, Section D, Line 3.

Line 4(b)—Enter on Form 740-NP, Section D, Line 4

Line 4(c)—Enter on federal Schedule E using Kentucky amounts.

Lines 4(d) and (e)—Enter on federal Schedule D using Kentucky
amounts or Form 8582-K, if applicable.

Line 4(f)—Enter on applicable lines of your return (see federal
Partner’s Instructions for Schedule K-1 (Form 1065)).

Line 5—Enter on applicable line of your tax return (see federal
Partner’s Instructions for Schedule K-1 (Form 1065)).

Line 6—Enter on federal Form 4797.

Line 7—Enter on applicable lines of your return (see federal
Partner’s Instructions for Schedule K-1 (Form 1065)).

Line 8—Enter on Schedule A, Form 740-NP.

Line 9—Enter on federal Schedule E using Kentucky amounts.

Line 10—Enter on Schedule A, Form 740-NP.

Line 11—Enter on applicable form or schedule (see federal Partner’s
Instructions for Schedule K-1 (Form 1065)).

For Individual and Corporate Partners

Individual and corporate partners—Enter the net distributive share
income from the Kentucky Schedule K-1 (Form 765), Lines 1 through 6,
9 and portions of Lines 7 and 11 (multiplied by the percentage shown in
Item D(2) for nonresident partners) on Line 2 of the Kentucky Limited
Liability Entity Tax Credit Worksheet for Forms 740, 740-NP or 741; or
on Line 2 of the LLET Corporation Income Tax Worksheet for Form 720.
If the net distributive share income includes losses subject to passive
activity or capital loss limitations, net distributive share income must
be adjusted to include only amounts allowed to be deducted on the
applicable Kentucky tax return.

Line 40—Enter on Line 7 of the Kentucky LLET Credit Worksheet
located in the Form 740, Form 740-NP or Form 741 instructions under
Business Incentive Credits; or Line 7 of the LLET Corporation Income
Tax Worksheet located in the Form 720 instructions under Part IlI-
Income Computation.

Estates and Trusts (Form 741 Filers)—Estates or trusts report the
amounts shown in Column (b) on Form 741, Kentucky Fiduciary Income
Tax Return, and related schedules. See federal Partner’s Instructions
for Schedule K-1 (Form 1065).
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